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BEFORE THE FEDERAL ELECTION COMWSSIO# 

In the Matter of 

Dole for President, Inc. 
and Robert J. Dole, as tnasurer,' 

GENERAL COUNSEL'S REPORT=. 

I. ACTIONS  RECOMMEND^ 

take no htkoct ian with hspect to six responden& 

IL INTR0DUC"IOIY'~- 

The purpose of this report is to update the Commission on the investigation of MURs 4382 

and 4401 
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In the Factual and Legal Analysis section, the report addresses fifft the issues arising h n  
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In MURs 4382 and 4401, the Commission found reason to believe that the Primary 

Committee violated 2 U.S.C. 64 434(b), 441a(b)(l)(A), 441a(f), and 441b(a). "he findings wcrc 

based on information indicatin8 that certain politid c o d n e e S  and non-profit coxpora&ms made 

- 

.. ... 

Based on the alleged contriiutions madeby the entities, the 
- 

Commission fhnd reason to believe that these entitics violated u t b 2  U.S.C. 40 434 

and 441a(a)(2) (in the case of political Cammittces) or 2 U.S.C. 5 441b (in tb case of 
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Primary Committee and the General Committee and certain fundraising costs incuned by the 

GELAC. The Commission found that all of thsse expenditures were subject to the Primary 

Committee's overall expenditure limitation. , 

'. 
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I that support the Office of GcncraI Counsel’s belief that these entities mode in-kind contributions 

on behalf of the Primary Coxnmittec that wcrc subject to the Primary Committee’s overall 

expenditure Iimitatioa’ 

By March 1996, the Primary C o d t t e e  was close to thc overall expenditure limitation, 

As of March 31,1996. the Primary CommitteC had rqxn?dy !peat S29.260,oOO of its - 
$30,910,000 expenditure limitation, leaving a balance of S1,650,OOO. However, Senator Dole 

would not receive . the . .  Republican Pa& mminatbn f ir  the officeof Redent until August 15, 

. 
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B. ISSUES ARISING SOLELY IN MURS 4382 AND4401 

(CAGW) made coxpomc contributio& to the P b a y  commhe m vbllb;nn of 2 U.S.C, 

contibution,'' Citing Advi#rry Opinions 1982-41 and 19814 Piimry Committee at p. 

1 I .  Similarly, CAGW argues that ''the challenged anai~gunmt betwem CAGW a d  scnotor Dole 
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whmby CAGW provided Senator Dole with tht names of individuals who responded to the letters 

he signed on behalf of CAGW in consideration for his agument to sign those laters, and thereby 

endorse CAGW's c a w ,  represented a bargained-for exchange of equal value that is a usual and 

customary practice in the d i m t  mail industry," CAGW Respanse at p.l. 
_ _  . - 

According CAGW, CAGW President Thomns A Schatz pntacted Senator Doh's 

Majody Leoda's office in mid-April of 1995, !O dctuminc whether Seaator Dole would be 

intereatd in si- a letter hr CAGW. Senator Dole's Stnflrdirectcd Mr. Schatz to rpeatr with 
# 

practice and that senator Dotehd engaged in this kindofucch8llgewith oknonplofit 

O r g a l l i d O n a  

According to theachmwledgmmt,theagmmcnt bawcenthe~mwrstbnt"inacbange fix 

Senator Dole's sijpnlhm_ CAGW would provide the names genmted by its mailings u m k  

Senator Dole's signatme, which began in June of 1995, to Senator Dole fa oabtime use only, in 

accordance with standard direct mail industrypracticea" 
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Regarding the exact number of letters mailed and responded to, CAGW avers that it 

produced and mailed five prospect packages over the Bob Dole sigaaturc, as illustrated below: 

Mailed ActualDonm Non-DonoIp 
#1 June 1995 . 161,557 2,228 
#2 Septemba 1995 326,984 4,213 13,027 - 
#3 January 1995 141,494 1,497 5,083 .I .. -. 

#4A$Wi-l1996 214.392, 3,010 8,148 
#SJuly1996 . 400.497 4.021 r1.754 

Total 1,244,924 14,969 44335 

to senator Dole was at most s37, whicb was cak lh td  based on 5,648 lmacs at the rate of s95 
I. . ..-: 

pa thouand llaIne&*' 
. i. .-- . - .i 

Finally, in COnjrmCtian wit& its rrsponsc, CAGW submitted fiom'individuals 

that CAGW st0terare"leadirrgatperrs" in the direct mail industry. Accodhgto CAGW, the 
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- statements 'hquivocally demonstrate" that the exchange of sipturcs for the names of the 

respondents is an exchange of qual value, and that such &ansactions are considered usual a d  

noxmal in the direct mail industry. 

1 ..- . ~ V e U a i ~  . .  

have a chilling &kt on the abilieof rronprofit orgaahions rn abmte the public about thdt 

As an initid matter, the oB[ice of General counsel questianr whether the piimrry 

Committee provided anything of value to CAGW in consideration fbr receiving the mailing lists 

since my value sswciatd with scrratnr Dole's signature would be an asset betan@g to senator 

I 
I 
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Dole, not the Primary Committee. To the extent that Senator Dole implicitly tnursfm this asset 

to the Primary Committee, such transfer could not exceed S50,000. 26 U.S.C. 6 9035(a). 

16 

In any event, alhough CAGW has presented information that suggests that an individual's 

signature in "exchange" fbrmailing lists maybe a usual and nonnal pradcc within the direct mail 

industry, the mailing lists provided by CAGW ta the P r i ~ C ~ t t c c  as descr i i  huSn m u  

election to any politid office, 2 U.S.C. 0 Mlb(a), and wmqm@gi y ~ ~ a n y c a n d i d a t e o a  

business), advmm, depooit, or gift of maney, or my sedces, oc anyrbinsofvrlot, 2 U.S.C. 
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199240, the Commission has, in limited circumstanccs, permitted committees to sale their as- 

without inherent contribution consequenccs, but only when the asscts had ascatinable market 

value md had been putchased or developed for the commi#ec's own particUlar use, rather than kr 

sale in a campaign h h i s i n g  activity. See Advisory Opinions 1989-4 (mailing lists and 

computer hardware), 198614 (camppip van), 1981-53 (mailing listJ, 1979-24'(yard sign-mamial 
- - . .  - 

and office equipment). The tmsact~ 'om at issue ue distinguishable inasmuch as the use of an . 
# 

individual's signaturcb runiquc item With 00 - l e m a r k e t M h r e , r r z d t h e ~ n r r t  

issue wue not isolated, but imrolved an ape&eadsd ananguncnt whereby CAGW could continue 

.. 



In light of the fact that these transactions resulied in contributions to the Primary 

Committee under the Act, this Office believes that contributions in the amount of at least S722.95 

(7,610 names at S95 per thousand names) resdhng h n  CAGWs provision of mailing lists to the 

kinmy COBU&WC IPC subject to the Primary Committee's o v d  expenditure limitation 

with CAGW'r and thcRimsry . . .  However, @wn tlie datively small mOnaary amount 

.. . . -  
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8. EllubethDole 

In response to the Commission's subpoena, the Primary Committee submitted documents, 

including letters. briefing memoranda, travel itinaarics. and speech scripts, which'reveal the 
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The M a r y  C o d t t e e  submitted bricfhg memoranda that apparently prepared Mn. Dole fix her 

appearances at various events. In additioo, the texts of some of the speeches apparently delivered 

- 

by Mrs. Dole duhg  these trips contain Statcmcnts advocating the election of senator Dole fbr the 

office of presideps Momver, itinaariCr reflect that when .Ms. Dole made speeches and ranarks 

.' z ... . . - 
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For example, the record shows that in April 1996, the San Diego Republicans paid for Mrs. 

Dole to travel to San Diego and the RNC and the Arizona Republicans shared the costs of the 

Sau Diego includes the notatiorx "hh. Dole has not visited Saa Diego br DFP," prawnably the 

DOlehrResidaltCammitree. Thenotation 
4 

"Sen. Dole wasin SPnDiego onMorch 

Resident.'' 

example, h n  Mry 16 thaougb Mry 1% 1996, Mn. Dole traveled tu Cdi fhh ,  Missouri md 

I 
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well s numerous other prominent Republicans as guest speaken and that when Mrs. Dole 

eventually appeared at the April 24,1996 event, her appearance was solely for the purpose of 

raising funds for the San Diego Republicans. The San Diego Republicans acknowledge that Mrs. 

Dole stated during her appearance at the went that "I think p u  need to elect Bob Dole." 

However, they argue that any benefit that.the Primary Committee received is marginat. 

Similarly, the Arizona Republicans acknowledge making expenditures totaling S3.687.26 
# 

in connection with MIS. Dole's travelto Arizona The Arizona Republicans explain that t h e  

payments reflect "one halfofthe travel and lodging expenses incurredby Ehbcth Dole and 

and had raiser on April 26,1996." 

%anted to capitalize upon MIS. Dole's pasonal popularity to draw the Republicas hithiid to the 

fund-raiser, so that the [Arizona Republicans] could raise funds from the party fithhl'' 

Under the Commission's regulations, even if Mrs. Dole traveled to events hosted by a state 

party committee, the travel expenses she incurred would be qualified campaign expenditures of the 

3rimary Committee if her travel rcla!cd to Senator Dole's campaign. seb 11 CP.R 5 9034.7. 

In light of the foregoing idormation, the Office of Gcncral Counsel believes that the expenscs 

incurred by Mrs. Dole in connection with her travel to San Diego, California and Ph&, 

Arizona, which total at least %6,785.12, an subject to the Rimary Committee's overall 
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expenditure limitation. 2' Howwet, given the relatively small rncnctary mount known to k 

associated with these violations and the substantial amount of rcsourccs that would be ncedcd to 

substantiate additional related activity, this Office rrcommcnds that the Cammission take IIO 

further action agabs2 the Arizona Republicen Party and Dam Cooky, as treasum, the SUI Diew 
- 

. . -  

a 
N .- 

! 
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communicationr that arc or published before and afta the date of the candidate's 
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nomination, 50% of the media productioa costs shall be ataibuted to the priawy limits, and 50.h 

to the g c n d  election limits. 1 I C.F.R 6 9034.4. The Explanation and Justification explains that 

- 

the "pre and post nomination communications need not bc identical hr this attribution ratio to 

apply." The Commission's regulations firrthnprwide that distriiiiution costs, including such costs 

election campaign dependins on when the communication is brordcart or distributed. 11 C9.R 

1 1 C.F.R 0 9034.5(~)(1). "he replations M e r  provide that propaty th8t must be valued as 

capital assets under this section includes, but is not limited to, office equipment, fuxniturc, vehicles 
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and fixtures acquired for use in the operation of the candidate's campaign, but does not include 

"'other assets"' under 11 C.F.R 5 9034.5(~)(2). 11 C.F.R. 6 9034.5(~)(1). The ttrm other assets 

! - 

means any property acquireti by the committee for use in raising fuuds or as collateral fbr 

campaign loam. 11 C.F.R. Q 9034S(c~2). 
. .. - .. ..-. 

b. D&cuuio8 . . _. 

1. Dole supporter L W  . 

inflated price was originally raised in tbe camplint in MUR 4382, Howeva, idbmatim 

Committee value the lists at 60% of the co61 of 828,227 namo at $ . & ) p e r 6  md 6o.A of 

1 1  C.F.R Q 9034.5(~)(1). However, the General Committee nutha rrported a subsequent sale of 
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the supporter list nor included them as an asset on its statement of Net Outstanding Quai~fiai 

Campaign Expenses. 

Using the primary Committa’s costti, their valuation of the rupprter list is approximately 
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- the fair mdcet vdue. However, at no point in its memorandum docs CTL addrrss fair d c t  

value or suggest that a cost of .40 cents per name is a reflection of fair rnarlcct value. 

The Audit Division consulted the SRDS Direct Marketing List Source, June 1998. Volume . 

32 Number 3, a catalog of thousands of available lists, to make a finsl valuation of lists 

t rans€id to the Gmarl Ccmxnittcc isnot more t4aa 587,609 (876.087 names multiplicdby 
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Committee’s valuation ofthe list over the valuation derived by the Audit Division. voted that the 

valuation assigned to the lists be qual to half of the iist cost documented, S15G,OOO (5300,000 x 

jp!)?’ Thus, the Pnmary Committee received an in-kind contribution in the amount of 5228,774 

(5378,774 - S150,OOO). Since this represmts a contribution to the Primary Committee, the Office 
._ . . 

of Ciknd C o d - b e l i -  that 5228,774 is s u b j i  to the Primary Commit& expexwkr~ 

G e n d  C d -  RecorQrrlro arablish that each wa!sbKdcaaat l ~ o a c e i n t h e ~  

election period. Examples of placements were “Historic Retbnnr” shown once at 618 A.M. on 
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September 18,1996, in Bismarck, North Dakota and "American Hero" shown once at 7:35 M. 

on September 16,1996, in Sioux City, Iowa For an expenditure of only S455. the G a d  

' 

Committee ran a!l fourteen commercials and met the requirement for p r i m  and gencral cost 

sharing. 

the production costs. The Audit staEcould only associate 554,193 of the production costs with the 

commercials ustd by . . -  the Garapl C d t t e e .  SiSilarly, S28.684 of the k u s  group costs were 

S54,193) in @ d m  awts and -455 ($33,139 - S28,684)m ham costs m o ~ c  than the 
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election. Thus, the Pnmary C o d t t e c  concluded S106,204 should not be added to the Primary 

Committet's speadlq limit. 

However, the primary Committee did not addrcss the unddying problcm, i.c, the lack of 

documentation which would establish a direct connection between t&e film production costs urd 
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5. Primary Expen-rr Paid by Rhted Committees 

(i). Primary Expenses Paid by the GELAC 

Section 9034.4(~)(3) of the Commission's regulations provides that overhead expendim 

and payroll costs incurd in connection with national campaign offices shall be anributcd . 

activity of the GELAC. The a u d i t ~ c m l s  staterha! between the time the GELACregislaedwith 
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the Commission on February 15,1995. and the candidate's date of ineligibility, the GELAC spent 

S 1,405.245 and shared staff and offices with the Primsry Committee. In January 1996, GELAC 

began paying salaries to staf€fonnerly paid solely h m  the Primary Committee's fid-raising 

accounts, and be- soliciting direct contributions. 
.- . .. - 

Ofthe GELAC disbursements made prior to the candidate's date of incligibility, &e Audit 

staffiddficd cxpcnditum of S454,404 attributable to the b a y  Committee. Of the S454.404 

in disbursements, salaries -unted for S210.262 and 0- SllSJO2. ovahead ex- 
I 

ApproximrtclyS~,ooOoftheS12~9~spmtontwo~projsctr OnApril 11 and 

12,1996, the Rimary Committeeheld 8 sak of firndroising wads m Ma@&, Tenwssee, and 

Dallas, San Antonio and Houstoa, Texas, described by the Primary Committee as a compliance 

trip. All associated costs, inchding advance travel costs, air charter exparse; plane cater@, 

ground transportation, press filing cmter costs and solicitation costs, were paid by the GELAC. 

I 
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~n invitation for the M~SIIP~~S event contained a joint solicitation for the primary CO-W ~d 

for the GELAC. This, along with the fact that over 70% of the contributions received and 

wen deposited into primary accounts, establish that the eve& w m  attributed to these fhdmsem 

joint solicitations. As a dt, travel costs of S57.267, arc primmy expews pursuaut to I 1 CS.R 

' 

- 

g 9034.4(e)(7). Additionally, halfof atr solicitation costs riiai2;d to the fbhioen, S32,&3 m 

travel thereto in accordaucc with the Commission's rcgulatio~~ at "I 1 C.F.R. 0 9034.4" &e 11 

. .  
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C.F.R. Q 9034.4. The Primary C O ~ ~ ~ C C  ftrther a ~ ~ m d  that Whm travel costs wetc rclatd to a 

dua! fundraising purpose, the Primary cadt tec  diligently followed the Comxnission's procedur~ 

for allocating such expenditures between the Primary Committee and the GEXAC, and that, 

- 

- --  ..- 
Committie's expenditures subject to the expenditure limitatiaa . 

.The primpry Committee's response consisted of copies of documents such as invoices, 

check requests and tissue Copies ofthe checks that- rtvjcwcd duringtheurdit field w o k  
8 
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In light of the foregoing infomation, and the hhary Committee’s hilure to demonstrate 

that GELAC was exclusively engaged h activiv related to the g c n d  election, the Office of 

General Coucsel believes that the disbursements of $377,186” made by the G E U C  are subject to 

the primary Committee’s Cxpcndinae limitation. 
- .. (ii). Primmy Expenses Paid by theGkiierrl Committee 

include: 
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s 1JSS for miscellaneous ex- 
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According to the audit r c f d ,  the documentation provided consists of copies of invokes 

with the associated check requests and tissue check copies; the same docummtation that was 

origrnally reviewed to asccrtaia that the General Committee bad macle disbunemcnts on behalfof 

arc attributable to the Primary Committee's expenditure limitation. Scc 11 CP.R 4 9034.4(~)(3). 

. .  . 
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cornmittas with respect to sny e ldm fbr Fedarl office which, in tbe- aced Sl.00. 

2 U.S.C. 441r; 2 U.S.C. 0 l I O . l ( b ~ 1 ~  The (bmmmsl - 'on'sngst ioar~tbssthetcrm 

100.7(0)(1). The tam thins Of value" kluder dl in-ldrd 11 C.F.R. 

Q MO.7(a)(l)(iii). 
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Unless specifically exempted under 1 1 C.F.R Q 100.7(b), the provision of scnriccr at a 

charge which is less than the usual and normal charge for sucb service is a contribution. I I C.F.R. 

Q loO.l(a)(l)(iii)(A). If Services are provided at less than the usual and n d  charge, the amount 

During the audit ofthe Rimaxy Commim the Audit &became aware that aGul&rwm 

i 



travel b m  May 28 through June 2,1995. Senator Dole and his campaim M, acccording to a 

Primary committee itinerary, matic at iclrst nine t~igt~ts" on the airplane paying first class e 
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In order for the use of an airplane to qualify under the provisions of 1 1C.F.Z 0 1 14.9(e), 

the airplane must be either owned or leased by a coxporation. Coalinga Corp. through its 

Washington Rcpresmtative concedes that the plane was not ownd or I d  by a corporation. 

calculation of totid.flighthotlrr. The Audit Division wmputal t h e d  m d d  costs of 

the usual and d cbaqpshauld hsmbccn S118.350 (26.3 bpa x S4,SOapahr.). The Rimary 

h m  Mt. Keck of SlOO.125 (S118.350 less the alreadymid 517,22S and 8comtri;bution allowance . . .  
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of Sl,ooO)." 11 C.F.R 0 190.7. Since this rep~~scnts an in-kind contribution to the Rimaiy 

Committee, the Office of Gc~icrsl Counsel believes that thi.. matter is subject to the Rrmrvy 

Committee's o v d  expenditure limitation. 

Conscqua~tly, the Office of General Counsel that the Cornmsm ' 'onbndreason 

hdings that the pribnay cammitra violated 2 U.S.C. 00 4414&434(b), and 26 U.S.C. 

on June 2,2000, oftheartutc of,hni- . -. 
. .  0 9035(a). However, m li@t of the expmtum 

i. . .' .- 
takelui . .  U.S.C. 5 2462 with relpect to this &vie, this office rcwmmda hathe cammupan 

. . ... . 
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The Office of Genqal Counsel recommends that the Commission take no f i m k  action 

against the G e n d  Committee in connection with Violations of 1 I C.F.R. 0 9004.4(a), which 

prohibits candidates fiom using public f id s  hr nonqualificd canpigo expenser, and a@ut the 

GELAC in connection with Violations of 11 C.F.R 1 9003.3(0)(2), which prohiits the GELAC 
- 

_ _  ..- 
fiwr wing fimds forpurpo~ othmthan those spectfically delkatal This mce c o l l i L  the 

activily. 
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VI. RECOMMENDATIONS 

80 
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